Disenrollment Of Medicare Beneficiaries From HMOs
Low disenrollment suggests that most Medicare HMO enrollees are satisfied-but who are the exceptions?
b y G e r a l d F. R i l e y , M e l v i n J. In g b e r , a n d Cy n t h i a G . T u d o r A b o u t 1 4 p e r c en t of the Medicare population is now enrolled in health maintenance organizations (HMOs).
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In contrast to most private, employmentbased policies, Medicare allows beneficiaries to disenroll from their plan at any time. Unrestricted disenrollment provides a "safety valve" for beneficiaries who enroll and then change their minds or who become dissatisfied with some aspect of their plan. In the early years of Medicare's risk-contracting program, disenrollment rates were high. 2 Disenrollment rates are an important indicator of dissatisfaction. Surveys of disenrollees have found that beneficiaries' reasons for disenrolling often involve dissatisfaction with their physician or plan, problems with access to services, or misunderstandings on the part of enrollees about how HMOs operate. 3 Other reasons for disenrollment include changes in enrollees' residence, departure of plan physicians, and competition from other HMOs. Disenrollment rates tend to be higher for those plans in which enrollees express less satisfaction with the quality of services. 4 Disenrollment rates are also of interest because previous studies have shown disenrollees to be in worse health, on average, than both continuing enrollees and persons in fee-forservice (FFS). 5 Plans with high disenrollment rates may have problems with access to or quality of care for chronically ill persons. Disenrollment also exacerbates the problem of favorable selection among Medicare enrollees in risk-based HMOs. 6 Despite the recent growth in Medicare's HMO program, there has been little published on disenrollment patterns of enrollees in recent years. This paper describes disenrollment rates, characteristics of disenrollees, and variation among plans in 1994 and 1995.
n DATA. We used the Enrollment Data Base (EDB), which contains dates of Medicare entitlement and termination, demographic information, and HMO enrollment data. Most of our analyses are based on the three-month disenrollment experience of a sample of 824,347 beneficiaries enrolled as of 1 March 1995. The sample consists of 10,000 randomly selected enrollees from each plan (for plans with fewer than 10,000 enrollees, all were selected). We used calendar year 1994 data to compute an annual disenrollment rate.
n METHODS. For the 1 March 1995 sample, we identified persons who disenrolled (either to another plan or to FFS) in March, April, or May 1995. We limited our follow-up to three months to capture the most recent disenrollment experience available at the beginning of the study. We did not count disenrollments that were attributable to death, nonrenewal or termination of a risk contract, or loss of Medicare entitlement. We did not exclude beneficiaries who may have disenrolled due to a move out of an HMO's service area. 7 Fourteen percent of the disenrollees in our sample notified the Health Care Financing Administration (HCFA) of a change of address in the month of disenrollment or in the preceding or following month. We analyzed overall disenrollments and disenrollments to FFS. We defined disenrollment to FFS broadly as a disenrollment that was not followed by an immediate enrollment into another HMO. We estimate from our data that 20 percent of disenrollees to FFS reenrolled in an HMO in the following six months.
We computed the percentage of the sample that disenrolled by various beneficiary characteristics, applying weights to account for our sampling method. We also measured the percentage of persons disenrolling at the plan level for plans containing more than a thousand enrollees and present statistics on disenrollment by plan and market characteristics. Analyses of plan-level data were unweighted because the unit of analysis was the plan and not the enrollee. The annual disenrollment rate for 1994 was computed from monthly disenrollment rates and represents the probability that a person enrolled in January would disenroll during the year.
RESULTS
n BENEFICIARY CHARACTERISTICS. The annual disenrollment rate in 1994 was 14.2 percent. 8 The annual disenrollment rate to FFS was 5.4 percent. Consequently, only 38 percent of disenrollments in 1994 were to FFS (using our broad definition of disenrollment to FFS). Sixty-two percent of disenrollees switched to another HMO. Among the sample of March 1995 enrollees, 2.6 percent disenrolled during the subsequent three months, with significant variation by beneficiary characteristics (Exhibit 1). Approximately 4 percent of disabled enrollees disenrolled, compared with about 2.5 percent of the aged. Among the aged, disenrollment increased slightly with age. Disenrollment varied by race, with higher rates for black enrollees and other races than for whites. Among enrollees who were dually eligible for Medicare and Medicaid, 7.0 percent disenrolled, compared with 2.5 percent for other enrollees. We could not identify all enrollees who were Medicaideligible but only those for whom their state pays the Medicare Part B premium (often referred to as "buy-ins"). Disenrollment rates were higher for short-term enrollees than for long-term enrollees (4.5 percent among those enrolled less than four months versus less than 2.5 percent among those enrolled longer than twenty-seven months).
Disenrollment to FFS varied in a manner similar to overall disenrollment (Exhibit 1). Among the March 1995 sample, 1.1 percent disenrolled to FFS over the following quarter, comprising 43 percent of all disenrollments. Disenrollment to FFS was higher for the disabled, the very old, black enrollees, Medicaideligibles, and short-term enrollees. The associations between demographic characteristics and disenrollments to FFS appeared stronger than the associations between demographic characteristics and overall disenrollments.
n DISENROLLEES TO FFS AND TO OTHER HMOS. Persons disenrolling to another HMO were different in many ways from those disenrolling to FFS (Exhibit 2). More than 9 percent of those who disenrolled to FFS were disabled, compared with 6 percent of those who disenrolled to another HMO. Persons who disenrolled to FFS were more likely to be very old (age eighty and older), Medicaid-eligible, and recent enrollees. More than 25 percent of disenrollees to FFS had enrolled in their HMO in the past three months, compared with only 13.2 percent of disenrollees to other HMOs.
Disenrollees to FFS were also much less healthy than disenrollees to other HMOs, as measured by death rates. Among 16,973 persons who disenrolled from HMOs in January 1994, 3.5 percent of those who reenrolled in another HMO died in 1994, compared with 6.0 percent of those who disenrolled to FFS, after adjusting for age and sex (data not shown). n PLAN AND MARKET CHARACTER-ISTICS. Disenrollment rates varied with plan and market characteristics (Exhibit 3). Independent practice associations (IPAs) had the highest rates of disenrollment (3.4 percent); staff models had the lowest (2.3 percent). For- those with a small share of their local markets. Plans in Medicare markets with high HMO penetration tended to have somewhat higher rates of overall disenrollment but somewhat lower rates of disenrollment to FFS. Plans in markets with many competing HMOs tended to have higher disenrollment rates than did plans in markets with few competitors. Disenrollments to FFS did not vary much with number of competing plans. Differences in disenrollment rates by plan and market characteristics should be interpreted with caution because many of those characteristics tend to occur together. For example, IPAs tend to have less Medicare riskcontracting experience than other types of plans have, and their higher disenrollment rates may reflect that lack of experience. Multivariate analyses are needed to sort out which factors are primarily responsible for explaining the differences observed in Exhibit 3.
Disenrollment rates varied significantly among individual plans, with a small number of high-disenrollment plans. Among 115 riskbased plans with 1,000 or more enrollees in March 1995, four plans had quarterly disenrollment rates between 8 and 10 percent; three plans had disenrollment rates of about 11 percent (not shown). Five of these seven highrate plans were in Florida. The median disenrollment rate over the three months of follow-up was 2.35 percent. Forty-five plans had disenrollment rates of less than 2 percent.
A small number of plans also had high disenrollments to FFS, with five plans ranging from 4.7 percent to 7.6 percent (not shown). Plans with high rates of disenrollment to FFS also had high rates of overall disenrollment. The median rate of disenrollment to FFS was 1.32 percent, with eighty-three plans having rates of less than 2 percent.
n CHANGE OVER TIME. Among Medicare beneficiaries who enrolled in HMOs between April 1985 and July 1988, 7 percent disenrolled within the first three months after enrolling, and 20 percent disenrolled within one year. 10 To determine whether disenrollment rates have changed, we calculated disenrollment rates for a sample of new enrollees in 1993. We found that 5.5 percent of enrollees had disenrolled after three months, and 15.9 percent had disenrolled after twelve months (not shown). Disenrollment rates have therefore decreased since the early years of Medicare's risk-contracting program.
We also found that disenrollment was higher among persons who had enrolled directly from another HMO than among persons who had enrolled from FFS. Among persons who had enrolled from another HMO, most subsequent disenrollments were also to an HMO, whereas among persons who had enrolled from FFS, most disenrollments were back to FFS (not shown). This suggests that there is a relatively small segment of beneficiaries that frequently switches plans, presumably to shop for better prices and benefits.
DISCUSSION
Our findings do not suggest any widespread dissatisfaction among Medicare HMO enrollees. Disenrollment rates are lower than they were in the mid-1980s and are especially low to FFS. Low disenrollment rates are consistent with survey data, which show that Medicare HMO enrollees are generally satisfied with their care. 11 n VULNERABLE SUBPOPULATIONS. Nevertheless, some of our findings are of concern. Higher disenrollment rates among Medicaideligibles, the disabled, black beneficiaries, and the very old raise concerns about problems with access to care. Access problems tend to affect sick and vulnerable subpopulations disproportionately, and their higher disenrollment rates may reflect greater dissatisfaction with care. The tendency of vulnerable enrollees and those in poor health to disenroll to FFS rather than to other HMOs is particularly troubling. Disenrollees to FFS tend to be less satisfied with access to care than are disenrollees to other HMOs. 12 Disenrollment to FFS may reflect displeasure with the basic features of managed care, rather than dissatisfaction with a particular plan.
Despite low disenrollment, selective disenrollment of even a small number of sick enrollees to FFS can exacerbate selection problems in the Medicare HMO population. The disenrollment of persons with chronic illnesses appears to occur disproportionately among persons who enroll with preexisting conditions and tends to occur in the early months following enrollment. 13 Gerald Riley and colleagues found low disenrollment rates for persons who were diagnosed with cancer while enrolled, which suggests that persons entering an HMO with a preexisting condition may have different experiences with (or attitudes toward) managed care than persons diagnosed with a disease after enrollment have.
14 It is important to know why persons with preexisting conditions tend to disenroll early on.
The highest disenrollment rates were observed for Medicaid-eligibles, who have low HMO enrollment rates. There may be several reasons for this. First, Medicaid covers the Medicare deductibles and coinsurance for dual eligibles under FFS, thus reducing the incentives for such persons to enroll in and remain with a risk-based plan. Second, there are often administrative impediments to HMO membership for dual eligibles, related to coordination of coverage and payment between Medicare and Medicaid. 15 Finally, many managed care plans have limited experience with treating low-income populations, particularly those with high levels of chronic illness.
n SHORT-TERM ENROLLEES. Higher disenrollment rates among short-term enrollees are of concern, particularly the fact that persons enrolling in HMOs from FFS tend to go back to FFS if they disenroll early on. Some enrollees may misunderstand requirements of HMO membership, such as the use of a gatekeeper for specialty care and the restriction of care to a defined network of providers. 16 Additional efforts may be needed to ensure that first-time enrollees understand what they are entitled to and what is expected of them. Also, the marketing practices of many HMOs may result in the enrollment of beneficiaries who do not fully understand the concept of HMO membership. 17 Such beneficiaries are at high risk of disenrollment.
n MONITORING DISENROLLMENTS. The skewed distribution of disenrollment rates among plans suggests that there may be a small number of plans with significant enrollee dissatisfaction. Monitoring disenrollment rates could identify these plans, which may have problems with access to care or with other enrollee services. Given the greater tendency of vulnerable subpopulations to disenroll to FFS, it is important to monitor disenrollments to FFS, as well as overall disenrollments.
Monitoring disenrollments would be particularly useful as an adjunct to surveys of HMO enrollee satisfaction. The potential weakness of such surveys is that they miss persons who disenroll before they can be surveyed. Analysis of disenrollment patterns can therefore supplement the information gathered through enrollee surveys.
Caution should be exercised in monitoring plan disenrollments because a high rate of disenrollment does not necessarily imply high levels of dissatisfaction, particularly in areas where there is intense competition among plans. For example, in areas where physicians tend to affiliate with multiple plans, it may be relatively easy for enrollees to switch plans to obtain better benefits without giving up their regular physician. Although a high disenrollment rate might indicate that some further investigation is warranted, it should not be used by HCFA or other purchasers as the sole basis for any adverse action against a plan.
n RELEASE OF PLAN DISENROLLMENT RATES. The U.S. General Accounting Office (GAO) has proposed making a variety of disenrollment rates available to Medicare beneficiaries as an aid to selecting a health plan. 18 Such rates could be provided along with other indicators of plan performance now being collected under a version of the Health Plan Employer Data and Information Set (HEDIS) developed for Medicare risk plans. Our findings provide some support for the release of disenrollment rates. We found considerable variation in plan disenrollment rates, which suggests that differences among plans should be large enough to be meaningful. Beneficiaries would presumably be interested in overall plan disenrollments, both as a measure of dis-satisfaction and as a measure of the attractiveness of a given plan's price and benefits compared with those of its competitors.
Some caution is called for in presenting raw data on plan disenrollments, however, because of the differences in disenrollment by enrollee characteristics. Plans that make extra efforts to enroll Medicaid-eligibles or the disabled may exhibit higher disenrollment rates than do plans that enroll fewer beneficiaries from these vulnerable subpopulations.
Disenrollment rates are most useful for studying policy questions when they can be combined with other information on beneficiary and plan behavior. This study is a part of a larger evaluation of Medicare's risk contracting program being conducted by HCFA and the University of Minnesota. The evaluation will include detailed analyses of selection, savings/losses, enrollment and disenrollment, access to care, and satisfaction with care. Additional results of the evaluation will be available in the coming year.
